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Abstract
This paper explores the factors influencing entrepreneurs’ attitudes toward 
risk and the extent to which emphasize innovation has had on the growth of 
venture enterprises. Conclusions are drawn from the findings gathered through 
a questionnaire distributed to entrepreneurs heading venture businesses in 
Japan.
First, in Japanese venture enterprises the innovative strategies are not 
affected by entrepreneurs’ attitudes to risk. However, compared with other 
enterprises, entrepreneurs who engage in risky undertakings and market-in 
innovation tend to realize a surplus soon after the company was founded. 
Second, although venture enterprises that adopt low-risk and low-return 
innovation activities have a high potential to maintainable growth, this strategy 
alone is inadequate; entrepreneurship that involves a riskier style of 
management is required. Third, innovation alone carried out by venture 
enterprises in Japan can not contribute directly to employment creation. Rather, 
by combining innovation activities with market-in characteristics, enterprises 
are more likely to realize a surplus quickly, then achieve maintainable growth, 
thus indirectly contributing to employment creation. 
Keywords: Entrepreneurship, Innovation, Venture Businesses, Attitude to Risk, 
Employment Creation
1. Introduction 
Venture business activity can not only play an explosive role in the economy of a country, 
but it is also a source of much employment and many new industries. 
Venture business is defined by Kiyonari, Nakamura, and Hirao (1971) as follows. “A 
venture business is a new company that intensively invests its energy in research and 
development or creative design development.” According to this definition, it may be 
considered that a venture business has at least two distinguishing characteristics. One is that 
there must be an entrepreneur who positively undertakes a new enterprise in which a risk 
exists. The other is that this entrepreneur performs some type of innovation activity, and that 
the company also has high innovation capability. From this meaning, it is considered that 
                                                 
*
 Center for Far Eastern Studies, Toyama University, 3190 Gofuku, Toyama 930-8555, Japan; E-mail: 
majun@eco.u-toyama.ac.jp.  
The author thanks Tomida, Y., Sasaki, M., Otake, F., and other seminar participants at Kansai Labor study 
Seminar, and participants at Northeast Asian International Academic Seminar(2005) (in Kangwon National 
University, Korea), also thanks two referees for this journal. This article has been greatly improved by useful 
comments from them. This research was funded by Grant-in-Aid for Young Scientists (2002-2004) of Ministry of 
Education, Culture, Sports, Science and Technology of Japan (Project No. 14730099).
Far Eastern Studies Vol.5
16
entrepreneurship contains the following two elements. One is the spirit with which people 
purposely take risks, and the other is the spirit with which people perform innovation activities. 
Such entrepreneurship is why a large number of venture businesses appear. In Japanese society, 
however, it is often pointed out that because so few people engage in entrepreneurship, 
compared with the United States, not only is the number of venture businesses small, but also 
growth is slow. (example, Igarashi (2005)). 
Figure 1, based on the 2005 “White Paper on Small and Medium Enterprises in Japan,” 
illustrates the fact that the number of newly established businesses in Japan after the bubble 
period is less than the quantity of businesses closures. To revitalize the Japanese economy, 
innovation must be actively promoted during periods of economic growth period or possibly 
during maturity. It was highlighted in the report that achieving enterprise growth has become 
an important issue. 
In addition, an investigation carried out by the Ministry of Economy, Trade and Industry 
(1998) reported that in Japanese enterprises, especially the small ones, the ratios of investment 
for R&D and possession of patents were low (Fig. 2). 
This paper, placing the above basic facts in perspective based on the results of 
questionnaires distributed to CEOs of Japanese venture enterprises, analyzes what kind of 
influence innovation and entrepreneurship has on the growth of venture enterprises in Japan. 
2. Literature Review 
There are few empirical studies based on statistical data or questionnaire surveys, 
although in research on venture businesses in Japan, there have been many case studies about 
successful businesses. For instance, Kiyonari (1971) conducted research about the relationship 
between the characteristics of founders and enterprise establishment on the basis of interviews 
of 80 people who founded venture businesses. Ohe & Yamasaki (2000) analyzed the timing of 
enterprises on the basis of a questionnaire managed by the Entrepreneur Study Society at 
Waseda University in 1998. Also, Sakakibara (2001) conducted a questionnaire survey about 
venture business in 1997 and analyzed the data in terms of career path including 
subjects’ business experience prior to starting their own business. This research discussed 
the primary characteristics of the founders of venture businesses in Japan. First, an aging trend 
has recently been seen, although the average age at the time founders are inaugurated into their 
businesses is in their mid-thirties. Although the number of entrepreneurs who have more than 10 
years worth of work experience is high, there are a large number of entrepreneurs who also 
received a university education.  
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Figure 1: Number of Entries and Exits of Business establishments
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However, these researches hardly mention what kind of influence a person that actively 
takes risks and actively pursues innovative activities has on the management activities of an 
enterprise. However, these factors and this ‘entrepreneurial spirit’ play a vital role in the 
activities of any venture business. Also, because these conclusions are obtained on the basis of 
the total survey results gleaned from these researches, they don’t necessarily highlight what 
influence a founder’s ‘human capital’ exerts on the inauguration activities and management 
activities of a venture business. 
On the other hand, there have been numerous empirical studies with regard to the 
relationship between an entrepreneur’s human capital and enterprise growth both in Japan and 
overseas. Using micro data, many papers have analyzed the influence that a mangers’ human 
capital offers the startup, existence, and growth of an enterprise. 
Storey (1994) gave a very detailed survey about the empirical studies. He indicated that 
all of the three factors, an entrepreneur, a company, and management strategy, need to be 
combined appropriately for a company to achieve rapid growth. Furthermore, he summarized 
and analyzed the results of many empirical studies about what kind of influence each 
composition element of the three factors had on company growth. At first, in 18 empirical 
studies on entrepreneurs, he selected the following elements: the motive to establish a business, 
the pressure of unemployment of an entrepreneur, education, experience as an entrepreneur, 
the number of entrepreneurs, experience of self-employment, family history, training, age and 
square of age, experience of enterprise failure, experience in a certain job, work experience 
according to company scale among others, and examined the results. 
Then, regarding the company factor, he chose the following elements: type of industry a 
company is in, its organizational structure, form of ownership, location, scale, and age. 
Furthermore, regarding management strategy, he selected the these elements: training of 
employees and entrepreneurs, introduction to external stockholders, degree of technical 
refinement, market positioning, adjustment to the market, planning, introduction of new 
products, supply of the management staff, government support, customer focus, market 
competition, the use and output of information and advice, etc. The degree of technical 
refinement was especially a problem, although it was pointed out that since the indices used in 
some studies were different, those studies reported that the relationship between the degree of 
technical refinement and the rapid growth of a company mostly was directly proportional. 
Heunks (1998) pointed out that innovation plays an important role in the success of small 
and medium-sized enterprises, and the individual characteristics of entrepreneurs such as 
values, posture, and education level etc. may influence a company’s innovation and originality. 
Moreover, Roper (1997) claimed that the innovations arising from small and 
medium-sized enterprises not only contribute to a company’s competitiveness, but also play a 
potential role similar to an explosion of technical change, a trigger person, and a mediator. By 
using the data in the Product Development Survey, he performed a comparative study of the 
relationship between innovation activity and growth of the small and medium-sized enterprises 
in Germany, Ireland, and Britain, and obtained a conclusion. 
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First, among the three nations, no matter which nation the companies are in, those 
actively innovating grow more quickly than those that are not. However, in Germany, 
compared with other small and medium-sized companies, although the growth rate of those 
that actively innovate is high, there is little resulting employment creation. In Ireland and 
England however, the small and medium-sized companies that actively innovate and raise 
productivity also tend to create substantial employment opportunities. Furthermore, compared 
with Ireland and Britain, in Germany the small and medium-sized innovative companies have 
a weak market intention, and are somewhat averse to risk. Moreover, they seem to have a 
stereotyped organizational strategy. Furthermore, where small and medium-sized enterprises in 
Ireland and Britain have effectively and widely played the role of triggers or explosive agents 
for technical change, in Germany these companies act rather as mediators of technology 
transfer. 
Currently in Japan, empirical studies based on microeconomic data have been undertaken 
by Matsushige (2002a), Mitani (2002), Genda (2004), and Yasuda (2004) about how an 
entrepreneur’s human resources influence the founding, growth, and continuation of a 
company. 
For example, using an Ordered Probit model, Matsushige (2002) analyzed the growth 
factors of some smaller businesses in the Kinki, Chugoku, and Shikoku prefectures, and 
obtained the following conclusions: the amount of funds the business possesses have a direct 
influence on the enterprise scale and growth rate; also, the job experience and education level 
of a manager have little influence on an enterprise’s performance. However, if the enterprise is 
established after the manager has a certain amount of experience, the performance of an 
enterprise improves.  
Mitani (2002) analyzed the factors that exert influence on the annual income profile of 
self-employed people using the same data set as Matsushige (2002), and obtained the 
following conclusions: first, investing in human capital through education can raise the annual 
income of a self-employed person. In comparison with a business successor, a founder tends to 
start on a low annual income when their business begins and their income tends to increase 
gradually. This is because starting a business is difficult and founders are exposed to tough 
market forces until the business gets on track and is well established, irrespective of the 
founder’s age when beginning their business. However, it is even more difficult to establish a 
business if a self-employed person is approaching a more advanced age. 
Furthermore, Genda (2004) estimated the experience years, business years, and self 
contribution amounts that maximally affect profits using a data set called the “a new business 
actual condition survey (1998)" taken from the National Life Finance Corporation. From it, 
Genda obtained following the conclusion: around 20 years after a founder finished school 
educations and gains experience in jobs related to their current businesses, the accumulated 
know-how and skill culminates with practice at around 40 years of age. This possibility for 
economic success is the highest. Also, education levels do not necessarily corroborate with the 
profits made in an independent business. 
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Yasuda (2004) did some statistical analysis in regard to the relationships among 
entrepreneur attributes, startup types and motive, and enterprise growth, using questionnaire 
survey form “the actual condition survey regarding the startups environment (2001)” carried 
out by the Small and Medium Enterprise Agency. Yasuda reported the following facts:  first, 
for entrepreneurs who displayed qualities related to "self realization" and "contribution to 
society", which are called startup motives, the growth rate of their enterprises increased. 
Education levels do not necessarily corroborate with business performance after startup. Also, 
performance is not necessarily high in the enterprises of those entrepreneurs that display the 
characteristics we attribute to an "active entrepreneur". 
However, in most research both in Japan and overseas mentioned above, almost no 
empirical analysis exists with regard to the characteristics of entrepreneurial spirit that are 
most important for the startup, existence, and growth of a venture business.   
In these papers, there are few empirical analyses with regard to the intention of the 
entrepreneurial spirit that is most important for the business, existence, and growth of a 
venture business. Therefore, in this paper, we focus on venture business, and carry out 
empirical analysis using data from the questionnaire surveys we handed out. We try to clarify 
what kind of influence entrepreneurial qualities displayed in those that actively take risks and 
think of innovative activities exert on enterprise growth.
3. Framework and Data set 
The entrepreneurial spirit has two elements: an active risk-taking spirit and the ability to 
innovate. Generally, it is thought that these two elements have the following relationship: If 
one is an entrepreneur who actively takes risks, he will also innovate. That is to say, the 
attitude of an entrepreneur toward risk is one factor determining whether innovation will be 
successful. However, by introducing a Jack-of-all-trades hypothesis, Lazear (2003) claims that 
entrepreneurship is something in which the entrepreneur’s capabilities are in good balance, 
rather than just a source of technical innovation. Therefore, from this meaning it could be said 
that an entrepreneur is someone who has the desire to take risks and the ability to innovate 
through a balance of skills. 
In this paper I first want to analyze the relationship between the entrepreneur’s positive 
attitude toward risk and the spirit to innovate in a venture business. There is a vast range of 
innovations undertaken by companies, and these activities likely play various roles in those 
companies. For example, while there are innovation activities toward developing new products 
and services in direct response to market needs, some companies develop their own ideas from 
scratch using new technology, and there are also innovations that create new markets. Thus, 
although they may all be called innovations, they have strategically different characteristics 
and the risks accompanying the activities also differ. Probably as a result, the influences on the 
growth of a company also differ. Therefore, here I will divide innovation into two categories 
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for simpler analysis: innovation with the market-in characteristic and innovation with the 
product-out characteristic. Furthermore, although I would like to analyze how the influences 
on innovation mentioned above might affect an entrepreneur’s attitude to risk and thus a 
company’s growth, regarding this problem, I would like to consider companies’ growth first.  
While Penrose (1959) pointed out that small and medium-sized enterprises grow in five 
stages, that is commencement of the business, subsistence, growth, expansion, and maturity, 
Story (1994) argued that not all small and medium-sized enterprises fit such a development 
stage model. Regarding the factors that influence an enterprise’s growth, he pointed out that 
three factors -- the entrepreneur's human resources, the character of the company itself, and all 
management strategy that a company entrepreneur adopts -- should be combined appropriately. 
In this paper, it is thought that there are at least certain stages followed in the growth 
process of a venture business. First, once a venture business opens, there is the stage of trying 
to turn its deficit into a surplus as fast as possible. Moreover, probably, there is the growth 
stage of raising a profit, necessary in order for the business to continue to grow. Thus here, 
based on the above arguments, I want to analyze what kind of influence they will have to the 
entrepreneur’s attitude to entrepreneurial risk, innovation activities, the speed of turning their 
deficit into a surplus, and the following ability to grow. In addition, I would like to discuss the 
influence of employment creation on venture businesses. 
More specifically, using Probit model, I would like to estimate how an entrepreneur’s 
entrepreneurship influences the extent of serious consideration about innovation activity. With 
the Hazard Model, I plan to estimate what influence the entrepreneur’s entrepreneurship and 
the degree of serious consideration about innovation activity has on the speed of turning a 
venture company’s deficit into a surplus. Following that, using the Ordinary Least-Squares 
method (OLS), I would like to investigate what influence the entrepreneur’s entrepreneurship 
and the degree of serious consideration about innovation activity has on growth of and 
employment creation by venture businesses.  
The data used for analysis in this paper comprise individually answered responses from a 
questionnaire designed specifically for venture-business entrepreneurs in Japan. The features 
of this questionnaire are explained below. 
First, to obtain data for the investigation, questionnaires were mailed to the CEOs 
(including the founder and non-founder) of all 3,406 venture companies in Japan, 2,406 of 
which are listed in the "Nikkei Venture Business Yearbook" of 2003, published by Nihon 
Keizai Shimbun Sha, 60 companies listed in the Mothers section of the Tokyo Stock Exchange, 
860 companies listed on JASDAQ, and another 100 companies listed on Heracles. The 
questionnaires were sent out on March 5, 2004 and replies were accepted until the end of April 
2004, with 348 valid replies received (a valid response rate of 10.22%).  
The questionnaire comprised questions in four sections: (1) an outline of the enterprise; 
(2) a profile of the entrepreneur; (3) activities involved with establishing a new business; and 
(4) the management and financial status of the company. 
This data gained will be used to analyze what influence the entrepreneur’s 
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entrepreneurship and the extent of emphasizing innovation has on the existence, growth, and 
employment creation of venture enterprises in Japan. 
4. Entrepreneurship, Innovation and Growth of Venture Business 
4.1 Entrepreneurship: attitude toward risk and innovation 
In many previous studies, it was argued that entrepreneurs have always taken a positive 
attitude toward risk, leading to innovation. However, the relationship between an 
entrepreneur's attitudes toward risk and innovation remains unclear. In this research the 
following item was prepared in the questionnaire to clarify the relationship. 
“I would be prepared to break the company’s rules to make very high profits.” Select one 
of these five choices to express your approval or disapproval: (1) strongly approve; (2) 
approve; (3) neither approve nor oppose; (4) oppose; (5) strongly oppose. 
The answer to the above question indicates the respondent’s attitude toward risk. If an 
entrepreneur answers “oppose” or “strongly oppose,” the degree of evasion of risks is low. 
That is to say, the entrepreneur’s attitude to risk is positive. For simplicity, in this study I use a 
dummy variable among the answers to the questionnaire, where 1 is defined as the variable of 
the group with the lowest degree of evasion to risk (people who answered “strongly oppose”), 
while 0 is that of other groups. A proxy variable is used to illustrate an entrepreneur’s attitude 
toward risk. 
According to the explanation above, innovation activity can thus be analyzed in two 
categories: market-in innovation and product-out innovation. In the questionnaire’s 
investigative items, considering these two categories, an enterprise’s innovation activities are 
further divided into two more categories: R&D for new products and new services, and R&D 
for new research results and new technologies. To evaluate an entrepreneur's innovation 
activities, a five-point evaluation method is used. This study uses a dummy variable, where the 
variable of the group considered to strongly exhibit innovation activities (one with five points) 
is 1, while that for other groups is 0 (respondents with got four or fewer points), to illustrate 
their degree of recognizing market-in innovation. A proxy variable is used to illustrate the 
degree of their recognizing product-out innovation.  
By using the variable set up above in the Probit model, I attempted to estimate the 
influence entrepreneurs have on risk aversion regarding the two types of innovations in their 
respective companies.  
Moreover, since it was thought that there are many factors affecting innovation in an 
enterprise aside from an entrepreneur's attitude to risk aversion, the following variable has 
been added to the estimation. First, regarding variables to illustrate the management capability 
an entrepreneur has accumulated in the past, the following variables were added to the 
estimation formula: (1) a dummy variable with 1 defining those with a college-level or higher 
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education, and 0 for all others; (2) a dummy variable with 1 defining those who majored in 
engineering, and others 0; (3) experience as a president or chairman of a company (having 
experience=1, others=0); (4) a dummy variable indicating a change in occupation. (having 
experience=1, others=0); and (5) a dummy variable indicating work experience relevant to the 
present business (having experience=1, others=0). These variables and the capital at the time 
of establishment were also added to the estimation formula: a dummy variable for the 
company’s property, a dummy variable indication the industry (a manufacturing industry 
dummy, a software business dummy, and an information-processing and service-industry 
dummy), and a dummy variable indicating the enterprise type at the time of establishment 
(individual enterprise = 1, others =0). In addition, Tables 1 and 2 respectively contain a 
description and the basic statistics of all variables, while Table 3 gives the estimated results 
obtained with the Probit model. 
Table 3 shows the estimated results of factors influencing an entrepreneur's emphasis on 
innovation activities. However, upon further consideration it was not possible to obtain 
statistically significant results with respect to an entrepreneur’s attitude to risk for both 
estimating the degree of emphasizing market-in innovation activities and estimating the extent 
of emphasizing product-out innovation. Therefore it can be said the fact without being able to 
confirm in Japanese venture businesses that an entrepreneur's attitude to risk exerts an 
influence to the enterprise’s innovation activities. 
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Table 1  Description of Variables 
Variable Description 
DIM Dummy variable for Industry: manufacturing=1, others=0 
DIS Dummy variable for Industry: Software industry=1, others=0 
DIIPS
Dummy variable for Industry:  
Information processing / service industry=1, others=0 
COMD Enterprise’s duration (years) 
COMPTI
Enterprise’s proprietary type at the time of establishment:  
Individual enterprise= 1, others=0 
COMPTI2003
Enterprise’s proprietary type in FY 2003:  
Individual enterprise= 1, others=0 
CEST Capital at the time of establishment (millions of yen) 
C2003 Capital in FY 2003 (millions of yen) 
REEST Number of regular employees at the time of establishment 
RE2003 Number of regular employees in FY 2003 
ENAEST Entrepreneur’s age at the time of establishment 
ENEDLC Entrepreneur’s education level: college or higher=1, others=0 
ENMS Entrepreneur’s major: Social Sciences= 1, others=0 
ENME Entrepreneur’s major: Engineering=1, others=0 
ENSAE Entrepreneur’s experience with studying abroad: Yes =1, others=0 
ENYOWE Entrepreneur’s overseas working experience (years) 
ENERD Entrepreneur’s experience in R&D work 
ENSCW300
Scale of company in which entrepreneur worked:  
More than 300 employees=1, others=0 
ENPCE
Entrepreneur’s presidential or chairperson experience: Yes = 1, 
others=0
ENOCE Entrepreneur’s work experience: Yes = 1, others=0 
ENPCS Career of entrepreneur’s parents: self-employed business= 1 
ENWPRPB
Entrepreneur’s work experience related to the present business: 
Yes=1, others=0 
ENRISK Entrepreneur’s attitude to risk: very positive attitude=1, other=0 
COMPS Public offering of stocks of the enterprise: Public=1, Non-public=0 
DIDPS
Degree of importance on development of new products / new services: 
most important=1, other=0 
DIDRT 
Degree of importance on development of new research results/ new 
technology: most important=1, other=0 
COMSTS Speed of turning a surplus (year) by the enterprise 
COMLS2003 Logarithm of sales of the enterprise in FY 2003 
COMDN2003
Difference in number of regular employees in the enterprise (from time 
of establishment to 2003) 
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Table 2  Summarized Statistics of Variables 
  Number of obs. Mean Std. Dev. 
DIM 194 0.423  0.495  
DIS 194 0.119  0.324  
DIIPS 194 0.057  0.232  
COMD 194 22.693 13.222  
COMPTI 194 0.201  0.402  
COMPTI2003 195 0.026 0.159 
CEST 187 46.171 181.275  
C2003 192 258.094 669.186 
REEST 171 6.801  23.941  
RE2003 188 55.638 82.475 
ENAEST 193 59.756 10.152  
ENEDLC 193 0.606  0.490  
ENMS 140 0.293  0.457  
ENME 140 0.321  0.469  
ENSAE 181 0.077  0.268  
ENYOWE 188 0.229  1.063  
ENERD 153 2.477  6.761  
ENSCW300 180 0.417  0.494  
ENPCE 179 0.095  0.294  
ENOCE 176 0.580  0.495  
ENPCS 192 0.260  0.440  
ENWPRPB 197 0.396  0.490  
ENRISK 191 0.084  0.278  
COMPS 185 0.124  0.331  
DIDPS 179 0.324  0.469  
DIDRT 171 0.251  0.435  
COMSTS 170 2.171  2.490  
COMLS2003 122 6.568  1.691  
COMDN2003 169 14.824 26.416  
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Table 3  Estimated Result for Factors Influencing Innovation Activity 
(Probit Model) 
DIDPS DIDRT 
 coef. z-value coef. z-value 
DIM 0.126 0.3 0.666 1.44 
DIS -0.368 -0.65 -0.530 -0.8 
DIIPS 0.635 1.09 0.2797249 0.43 
COMPTI -0.001 -0.54 -0.001 -0.4 
CEST -0.007 -0.2 -0.029 -0.75 
ENEDLC -0.226 -0.44 0.775 1.31 
ENME -0.592 -1.27 -0.276 -0.57 
ENERD 0.003 0.1 -0.009 -0.29 
ENSCW300 0.613
*
 1.72 0.643 1.63 
ENPCE -0.308 -0.44 0.208 0.28 
ENOCE -0.335 -0.99 0.149 0.39 
ENPCS 0.321 0.84 0.238 0.55 
ENWPRPB 0.468 1.24 0.730
*
 1.75
ENRISK 0.641 1.14 1.027 1.61 
Cons.  -0.547 -0.82 -2.227
***
 -2.73
Number of obs. 76 74 
Log likelihood  -41.892 -34.487 
R2 0.130 0.160 
Note: *, ** and *** denote statistical significance at the 10%, 5% and 1% levels, 
respectively. 
4.2 Speed of turning the deficit into a surplus in venture companies  
Once an entrepreneur has established a venture company, the most important target is to 
begin turning a surplus and keep the company growing. Here, the Hazard Model is employed 
to analyze what factors affect the speed of turning a deficit into a surplus while considering the 
entrepreneur’s innovation strategies and attitude to risk. 
Since the analysis mentioned in the previous section, showed no relationship found 
between the entrepreneur's attitudes to risk and the innovation activities of his company, in the 
presumed formula, they were entered directly as explanatory variables like the dummy 
variables set up in the previous section, indicating the degree of the entrepreneur’s risk 
aversion and that indicating the degree of emphasizing the two types of innovation activities 
pursued by venture enterprises. 
For a venture company to convert its deficit into a surplus quickly, it is important that the 
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entrepreneur possess and use management capabilities accumulated in the past and that the 
company’s characteristics are geared toward this goal. Therefore, at first, these variables were 
added to the formula:  
 the variable indicating the accumulated managing capability,  
 the dummy variable for college graduation, the dummy variable for the study major 
(major in social science=1, others=0), the dummy variable for having the experience with 
study abroad (having experience=1, others=0 ),  
 the dummy variable for experience with working abroad (having experience=1, others=0),  
 the dummy variable for the scale of the company in which one previously worked (more 
than 300 employees=1. less than 300 employees=0),  
 the dummy variable for the experience as the president or the chairperson of a company,  
 the dummy variable for work experience connected to the present business,  
 the dummy variable for the careers of the entrepreneur’s parents (Parents 
self-employed=1, others=0), 
 the dummy variable indicating the company’s property,  
 the dummy variable for the industry (a manufacturing industry dummy, a software 
business dummy, an information processing, and a service industry dummy),  
 the dummy variable indicating the enterprise’s proprietary type at the time of 
establishment (individual enterprise =1, others =0). 
The capitals at the time of establishment and the number of regular employees at the time of 
establishment were also added to estimation formula. Table 4 shows the estimated results. 
On examining the estimated results the coefficient representing the degree of 
emphasizing development of a new product and new service was significant, with the result 
being positive. On the other hand no result was obtained with a significant coefficient for the 
degree of emphasizing a research result and new technical development. This means that 
market-in innovation is good for growing a venture business quickly, whereas product-out 
innovation does not. Moreover, the most interesting thing is that based on the coefficients for 
an entrepreneur's attitude to risk, there were two estimations, both of which produced 
significantly positive results. this means that if an entrepreneur is willing to take risks his or 
her venture business is more likely achieve a surplus quickly. 
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Table 4  Estimated Results for Factors Influencing the Speed of  
Turning a Surplus 
Weibull Regression -- Log Relative-Hazard Model
Estimation 1 Estimation 2 
 coef. z-value coef. z-value 
DIM 0.009 0.03 0.042 0.14 
DIS 1.064 
**
 2.04 0.915
*
 1.75
DIIPS 0.888 1.63 0.810 1.49 
COMPTI -1.103
**
 -1.95 -0.955
*
 -1.67
CEST -0.001 -0.45 -0.001 -0.57 
REEST -0.006 -0.19 -0.006 -0.2 
DIDPS 0.589
*
 1.78
DIDRT   -0.015 -0.05 
ENELC -0.744 -1.58 -0.826
*
 -1.67
ENMS 0.121 0.48 0.020 0.08 
ENSAE -0.598 -1.5 -0.361 -0.95 
ENYOWE 0.140 1.47 0.190
**
 2.12
ENSCW300 0.442 1.62 0.453 1.64 
ENPCE -1.226
**
 -2.08 -1.292
**
 -2.16
ENOCE -0.396 -1.47 -0.432 -1.6 
ENPCS 0.012 0.04 0.041 0.13 
ENWPRPB -0.146 -0.46 -0.188 -0.57 
ENRISK 0.256
*
 1.94 0.365
**
 2.12
Cons. -1.100
*
 -1.79 -0.825 -1.34 
Number of obs. 81 79 
No. of failures 81 79 
Log likelihood -87.846 -87.619 
Note: *, ** and *** denote statistical significance at the 10%, 5%, and 1% levels, 
respectively. 
4.3 Growth of Venture Businesses and Employment Creation 
For a venture business to grow continually, it is necessary to turn a regular profit. 
Continual At this point I would like to analyze what types of venture companies can produce a 
profit continually and what factors ultimately influence an entrepreneur’s attitude to risk, and 
how a company’s innovation activities lead to its growth. However, it is regrettable that little 
information about company profits was acquired through the questionnaire, thus it is not 
possible to analyze the expansion rate of a company’s profit as an index suitable for indicating 
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company growth. Consequently, here I would like to analyze the logarithm of sales in the 2003 
fiscal year of a company as the proxy variable of company growth. The Ordinary 
Least-Squares method (OLS) is used for presumption. 
The explanatory variable used here is based on the presumption variable, with the dummy 
variables for years a company has been operating and whether it offers public stock or not 
(public=1, non-public=0) entered. Figure 5 shows the estimated result. 
When the presumed result was examined, it was found that the coefficient for the degree of 
emphasizing development of new products and services was positively significant. However, 
there was no significant result for the coefficient for the degree of emphasizing research 
results and new technical development. This means that market-in innovation helps to build a 
venture business quickly, whereas product-out innovation does not. Therefore, based on the 
coefficients for the degree of an entrepreneur's attitude to risk, there were two estimations, 
both of which giving positively significant results. In addition, the coefficients for the number 
of years a company has operated were positively significant. 
Consequently, the following points will be considered as a growth features for venture 
businesses in Japan. First, it is natural to assume that for a company to grow continually, 
market-in innovation must be continually pursued, and entrepreneurs are more likely to grow 
their enterprises if they tie in market-in innovation with calculated risk-taking. 
4.4 Employment Creation by Venture Businesses 
As stated in the beginning, venture business activity can not only play an explosive –role 
in a country’s economy; it is also a source of much employment. Here, the Ordinary 
Least-Squares method (OLS) is used to analyze what kind of venture businesses are 
contributing to employment creation in Japan and what influence innovation activity has on 
employment creation in companies themselves.  
The turnover rate of regular employees in a company (the number of regular employees at 
the end of FY 2003 minus the number of regular employees at the time of establishment, 
divided by the number of regular employees at the time of establishment) is made into a 
non-explanatory variable. 
There were four steps to calculate the explanatory variables. 
First, the degree of emphasizing two kinds of innovation activities was entered into the 
presumption formula.  
Second, the entrepreneur’s attitude to risk was added. 
Third, the variable indicating the company’s property, that indicating the industry (a 
manufacturing industry dummy, a software business dummy, an information-processing, 
and service industry dummy), a dummy variable indicating the enterprise proprietary 
type at the time of establishment, the type in FY 2003 (individual enterprise = 1, others 
=0), the capital at the time of establishment, the capital in FY 2003, the period of the 
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company’s operation, and whether stock is offered to the public were also put into the 
presumed formula.  
Fourth, regarding the variable of company growth, the logarithm of a company’s sales 
in FY 2003 was entered. The estimated result is shown in Table 6. 
On examining the estimated result, it was found that no completely significant 
coefficients for the innovation activities of companies and the entrepreneur's risk attitude were 
obtained, but that a coefficient for the logarithm of sales in FY 2003 was positively significant. 
The following statement can be considered to derive from the result above. Although 
expansion of a venture business and improvement in its profits generally leads to employment 
creation, entrepreneurship, such as innovation activity undertaken by the company and an 
entrepreneur's positive attitude toward risk and so on, does not directly influenced 
employment creation. 
Table 5  Estimated results for factors influencing sales by the enterprise (OLS)
Estimation 1 Estimation 2 
 coef. t-value coef. t-value 
DIM -0.368 -1.01 -0.395 -1.02 
DIS -0.917
*
 -1.81 -0.891
*
 -1.7
DIIPS -1.707
**
 -2.29 -1.713
**
 -2.22
COMD 0.050
***
 3.54 0.052
***
 3.58
COMPTI -0.643 -1.24 -0.817 -1.54 
CEST -0.001 -0.51 0.000 -0.42 
REEST 0.014 0.64 0.017 0.75 
DIDPS 0.672
*
 1.82
DIDRT   -0.283 -0.68 
ENEDLC -0.256 -0.68 -0.266 -0.66 
ENSAE -0.515 -0.86 -0.516 -0.84 
ENYOWE 0.147 0.96 0.081 0.53 
ENSCW300 0.756
**
 2.12 0.724
**
 1.96
ENPCE -0.221 -0.38 -0.127 -0.21 
ENOCE 0.357 1.08 0.337 0.97 
ENPCS 0.407 1.08 0.280 0.73 
ENWPRPB 0.584 1.61 0.508 1.36 
ENRISK 0.648
**
 2.32 0.657
**
 2.41
COMPS 2.146
***
 4.69 2.090
***
 4.43
Cons. 5.127
***
 8.63 5.075
***
 7.94
Number of obs.  83 82 
Adj R-squared 0.4175 0.3893 
Note: *, ** and *** denote statistical significance at the 10%, 5%, and 1% levels, 
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respectively. 
Table 6  Estimated results for factors influencing employment creation (OLS)
Estimation 1 Estimation 2 
 coef. t-value coef t-value 
DIM -12.402
**
 -2.1 -14.683
**
 -2.43 
DIS -5.543 -0.69 -5.815 -0.72 
DIIPS -5.240 -0.5 -5.895 -0.56 
COMPTI -6.250 -0.71 -6.563 -0.75 
COMPTI2003 18.876 1.16 25.261 1.52 
CEST -0.011 -0.69 -0.011 -0.69 
C2003 0.005 1.22 0.005 1.1 
COMD 0.335 1.39 0.356 1.47 
DIDPS 5.690 0.98   
DIDRT   10.834 1.61 
COMLS2003 6.514
***
 3.47 6.465
***
 3.49 
ENRISK -0.146 -0.02 -1.488 -0.16 
COMPS 6.152 0.7 6.427 0.73 
Cons. -28.639
**
 -2.3 -28.294
**
 -2.32 
Number of obs. 93 92 
Adj R-squared 0.2776 0.2932 
Note: *, ** and *** denote statistical significance at the 10%, 5%, and 1% levels, 
respectively. 
5. Conclusion 
This paper analyzed the influences entrepreneurs’ attitudes toward risk and the degree to 
which a company emphasizes innovation have on Japanese venture companies’ ability to turn a 
deficit into a surplus then grow and create employment. By carefully considering the results of 
the analysis, the following conclusion can be obtained. 
First, the fact without being able to confirm in Japanese venture businesses that 
innovative strategies are affected by entrepreneurs’ attitudes to risk; therefore, in Japanese 
venture enterprises entrepreneurs who aggressively pursue risky strategies and innovative 
activities that involve the development of new products and services can help their companies 
to realize a surplus soon after establishment. 
Furthermore, the continual existence of Japanese venture enterprises is contributing 
greatly to the degree of emphasizing market-in innovation, but not product-out innovation. 
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Based on the characteristics of such innovation activities, and considering the conclusion 
above, in Japan, venture businesses performing market-in innovation with a low-risk and 
low-return strategy are expected to have high growth potential. However, in order to realize 
continual growth of a company, it is inadequate only to perform innovation activities in a 
low-risk and low-return manner; entrepreneurship with a bolder management strategy is 
required.
Finally, innovative activities by Japanese venture enterprises do not contribute directly to 
employment creation. Rather, this is done indirectly by enterprises that can achieve a surplus 
quickly by carrying out market-in innovation and sustain continual growth. It is most likely 
that by the latter factor that Japanese venture enterprises contribute to employment creation. 
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